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INDEPENDENT AUDITORS’ REPORT Tim C. Rees, CPA

The Honorable Mayor and Members of City Council
Coalville City
Coalville City, Utah

We have audited the accompanying financial statements of the governmental activities, the business-type

" activities, each major fund, and the aggregate remaining fund information of Coalville City (the City), as of

and for the year ended June 30, 2005, which collectively comprises the City’s basic financial statements as
listed in the foregoing table of contents. These financial statements are the responsibility of the City's
management. Our responsibility is to express opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overali financial statement
presentation. We believe that our audit provides a reasonable basis for our opinions.

In our opinion, such basic financial statements present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, each major fund, and the
aggregate remaining fund information of the City as of June 30, 2005, and the respective changes in
financial position and cash flows, where applicable thereof, for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

Management's Discussion and Analysis and Required Supplementary Budgetary Comparison Information
listed in the foregoing table of contents are not a required part of the basic financial statements, but are
supplementary information required by the GASB. We have applied certain limited procedures, which
consisted principally of inquiries of management regarding the methods of measurement and presentation
of the supplementary information. However, we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City's basic financial statements. The supplementary combining and individual fund
statements and schedules described in the foregoing table of contents are presented for purposes of
additional analysis and are not a required part of the basic financial statements. Such information has
been subjected to the auditing procedures applied in our audit of the basic financial statements and, in our
opinion, is fairly stated in all material respects in relation to the basic financial statements taken as a whole.

In accordance with Government Auditing Standards, we have also issued our report dated
September 15, 2005, on our consideration of the City's internal control over financial reporting and our
tests of its compliance with certain provisions of laws, regulations, contracts, and grants. That report is an
integral part of an audit performed in accordance with Government Audit Standards and should be read in
conjunction with this report in considering the resuits of our audit.

gy A4 =

Karren, Hendrix, Stagg, Allen & Company
September 15, 2005

CERTIFIED PUBLIC ACCOUNTANTS

111 East Broadway * Suite 250 * Salt Lake City,Utah 84111 -Phone 801.521.7620 *Fax 801.521.7641 *Website www.khsa.biz




COALVILLE CITY

Management’s Discussion and Analysis
June 30, 2005

Coalville City's management presents to the readers of its financial statements this narrative
information. It contains an overview and analysis of the financial position and results of operations as
of and for the twelve months ended June 30, 2005. As management of the City, we encourage
readers to consider information contained in this discussion.

FINANCIAL HIGHLIGHTS

The assets of Coalville City exceeded its liabilities at the end of the current fiscal year by
$7,003,058(net assets). Of this amount, $2,304,250 (unrestricted assets) is available to meet
ongoing obligations to citizens and creditors. Net assets increased by $106,231.

The City’s governmental funds reported a combined ending fund balance of $3,676,949. Of the
combined total fund balance, $2,037,548 is available for spending at the discretion of the City
(unreserved and undesignated fund balance).

The unreserved and undesignated fund balance of the general fund at June 30, 2005, totaled
$89,362 and is 16.5% of the general fund total revenues for the year. Total debt for Coalville City
decreased approximately $170,519. The City did not issue new bonds.

The City has made a commitment to fix a retaining dam in the special improvement district.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis serves as an introduction to Coalville City's basic financial statements:
(1) government-wide financial statements, (2) fund financial statements, and (3) notes to the financial
statements. This report also contains information in addition to the basic financial statements that will
help the reader gain a more in-depth understanding of the City.

Government-wide Financial Statements give readers a broad overview of the entire City’s financial
position and changes in financial position, similar to consolidated financial statements in a private
sector business. These statements consist of the Statement of Net Assets and the Statement of
Activities.

The statement of net assets shows Coalville City's entire assets and liabilities with the difference
shown as net assets. Increases or decreases over time in net assets gives an indicator as to whether
the financial condition of Coalville City is improving or declining.

The statement of activities shows the changes to net assets that occurred during the most recent
fiscal year. These changes are recorded on an accrual basis when the underlying event that causes
the change occurs, regardiess of when the cash transaction takes place.

Both of the government-wide financial statements distinguish between activities that are largely
supported by taxes and intergovernmental revenues and those whose operations are entirely or
largely financed by user charges and fees. The governmental activities for Coalville City include
general government, administration, streets, cemetery, and other departments. The business-type
activities include water and sewer.

The government-wide financial statements include Coalville City itself and the Municipal Building
Authority which is a legally separate entity from the City, but for all practical purposes function as a




part of the City and are therefore blended as an integral part of the primary government. The
government-wide financial statements are found immediately following this discussion and analysis.

Fund Financial Statements are a set of closely related accounts that are used to maintain control
over resources that have been segregated for specific activities or purposes. Coalville City, like other
state and local governments, uses fund accounting to demonstrate compliance with finance-related
legal requirements. All of the City's funds can be categorized into one of two categories:
governmental funds and proprietary fund.

Governmental funds account for essentially the same activities as the governmental activities in the
government-wide financial statements, but with a narrower focus. Governmental funds concentrate
on near-term inflows and outflows of financial resources and the balances of spendable resources
available to the government at the end of the fiscal year. This information can be useful in evaluating
the government's short term financing requirements.

Comparing similar information presented in the government-wide statements for the governmental
activities with that presented in governmental funds statements can provide useful information
because of the different focus of the two approaches. With the long-term focus of the government-
wide statements, a reader may be able to better understand the long-term effects of the near term
financing decisions. Both the governmental fund balance sheet and the governmental fund statement
of revenues, expenditures, and changes in fund balance show reconciliation between the
governmental funds statements to the governmental activities in the government-wide statements to
aid in the comparison.

Coalville City uses two different individual government funds. Of this number, information is shown
separately for the general and capital improvements fund, all of which are deemed major funds.
Information from the other funds is presented in a single combined column. Individual presentations
for these non-major funds are contained in individual information shown after the notes to the
financial statements as listed in the table of contents. The City adopts an annual appropriated budget
for all its governmental funds. Budgetary comparison schedules have been provided to demonstrate
compliance with these budgets.

Within the proprietary funds is the enterprise fund, which is one type of fund that Coalville City
utilizes. The enterprise fund reports the same functions as the business-type activities in the
government-wide financial statements. The enterprise fund maintained by Coalville City is the water
and sewer utility.

Proprietary funds present the same information as in the government-wide statements, but in more
detail. The water and sewer utility fund is considered to be a major fund of Coalville City.

Notes to the Financial Statements contain additional information important to a complete
understanding of the information contained in the government-wide and fund financial statements.
Notes to the financial statements are located after the statements for major funds as listed in the table
of contents.

OTHER INFORMATION

The combining statements referred to earlier for non-major governmental funds are contained in this
report immediately following the Notes to the Financial Statements and Required Supplementary
information as listed in the table of contents.




GOVERNMENT-WIDE FINANCIAL ANALYSIS

Govemnmental Business-Type
Activities Activitios Total
2008 2004 2005 2004 2008 2004
Current assets $ 1,663,934 $ 1,476,332 $ 59,826 $ 244732 $ 1,723,760 $ 1,721,064
Non-current assets 265,116 259,731 330,586 201,867 595,702 461,598
Capital assets 5,038,766 4,929 445 5,443,697 5,436,749 10,482,463 10,366,194
Other assets 779,927 791,284 259,138 221,754 1,039,065 1,013,038
Total assets $ 7,747,743 $ 7!456.792 $ 6,093,2 ; $ 6,105,102 $ 13,840,990 $ 13!56 1!894
Current liabilities $ 258,304 $ 61,307 $ 140,081 $ 141915 $ 398,385 $ 203,222
Non-current liabilities 3,811,490 3,559,977 2,627,057 2,732,184 6,438,547 6,292,161
Total liabilities 4,069,794 3,621,284 2,767,138 2,874,099 6,836,932 6,495,383
Net assets
Investment in capital assets,
net of related debt 1,179,657 1,531,089 2,728,818 2,838,198 3,908,475 4,369,287
Restricted 459,744 535,336 330,586 262,867 790,330 798,203
Unrestricted 2,037,548 1,769,083 266,705 129,938 2,304,253 1,899,021
Total net assets 3,676,949 3,835,508 3,326,109 3,231,003 7,003,058 7,066,511
Total liabilities and
net assets S 740743 5 7456792, 8 6053247 § 6105102 8 13839990 . $ 13561804

By far, the iargest component of Coalville City's net
assets is its investment in capital assets. The 58%
of total net assets represents the City’s investment in
land and land improvements, buildings, machinery
and equipment, roads, streetlights, and bridges, less
any related outstanding debt that was used to
acquire these assets. Coalville City uses these
capital assets to provide services to citizens who
live, work, pass through, or benefit in other ways
from the City. By their nature, these assets are not
available for future spending. Further, even though
these capital assets are reported net of any related
debt, resources needed to repay the debt must
come from other sources, as the assets themselves
cannot be used to satisfy the related obligations.

Investment in Capital Assets
Represents 58% of Total Net Assets

B Restricted
58%

B investment in
capital assets

O Unrestricted

An additional part of net assets (10%) is assets that are subject to external restrictions on how they
may be expended. The remaining 32% of net assets can be used to meet the City's ongoing

obligations to its creditors and to citizens.
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- COALVILLE CITY'S CHANGES IN NET ASSETS
Governmental Business-type
- Activities Activities
2005 2004 2005 2004
. REVENUES
j Charges for services $ 83970 $ 76,016 $ 559,760 $ 497,473
. Operating grants and
- contributions 58,317 69,296 - -
. Capital grants and
: contributions 128,401 32,500 78,321 86,082
General Revenues:
- Property taxes, levied
; for general purposes 225,901 261,765 - -
- Franchise taxes 8,395 8,816 - -
Sales taxes 166,076 156,079 - -
. Other revenues 63,459 54,129 (1,960) 3,680
' Investment earnings 60,996 48,047 9,345 8,999
- Total revenues 795,515 706,648 645,466 596,234
. EXPENSES
General government 174,040 183,831 - -
. Highway and streets 126,896 191,091 - -
Cemaetery 55,800 64,030 - -
Planning and zoning 62,955 63,380 - -
. Nondepartmental 9,596 14,014 - -
Interest on long-term debt 355,103 18,226 - -
m Water - - 203,133 288,611
Sewer - - 257,227 239,908
. Total expenses 784,390 534,572 550,360 528,519
. CHANGES IN NET ASSETS 11,125 172,076 95,106 67,715
. NET ASSETS, JULY 1, 2004 3,665,824 3,663,432 3,231,003 3,163,288
- NET ASSETS, JUNE 30, 2005 $ 3,676,949 $ 3,835,508 $ 3,326,109 $ 3,231,003
]
|
n
N
|
n
"
|
|
"
| 5
|




GOVERNMENTAL AND BUSINESS-TYPE ACTIVITIES

Governmental Activities net assets increased by $3,859,169 for the year ended June 30, 2005.
Governmental activities contributed to 24% of the increase in total City net assets during the year.
The maijor reason for the increase resulted when the City's property taxes levied and sales taxes
were enough to cover all primary government expenditures. The City also collected various other
taxes and revenues above the amount needed for governmental activities.

Interest

Government Activities Revenues and Expenses

ORevenues
B Expenses

300000

200000 Dollars

100000

Highway Planning

General Cemetery Nondept

0
Interest

Business-type activities contributed an amount
of $95,106, or 76% of the total increase to net
assets. The most significant reason for this
increase in business-type activities is a capital
grant for $78,321. The City also received
$9,345 in invested earnings during the year for
business-type activities.

FINANCIAL ANAYSIS OF COALVILLE
CITY’S FUNDS

Coalville City's governmental funds provide
information on the short-term resource inflows
and outflows and account balances at the end
of the fiscal year. The total fund balance is a
measure of total available resources. The
unreserved portion of this total fund balance is
a measure of the available spendable
resources at June 30, 2005.

For the period ended June 30, 2005, the City’s
governmental funds reported combined net
assets in the amount of $3,676,949 with an
increase of $11,125, compared with the prior
fiscal year. Of the total balance at year-end,
$2,037,548 is unreserved and undesignated.
There is also an amount of $193,791
designated for capital projects. Of the

Business-type Activities - Expenses and Charges
for Services

3000007 4
2900001
280000 TS
270000 | ®Expenses
260000+ 8@ Revenue
25000017 X

240000 <=

Water Sewer

Taxes Account For 52% of Governmental
Revenues

8 Taxes
52% . ' - O Investment

earnings
7%

W Other
8%

G Operating B Services
grants 13% m Capital grants
”% 14%

remaining $287,610 of combined net assets, $49,941 is reserved for servicing the City's debt, with
the remaining $216,012 being reserved for other City items.




The general fund is the main operating fund for Coalville City. At June 30, 2005, the general fund's
unreserved fund balance was $89,362, while total fund balance equaled $195,741. Total fund
balance of the general fund for Coalville City decreased by $59,915. A useful measure of liquidity is
to compare the unreserved fund balance and the total fund balance to expenditures (including
operating transfers out) for the year.

The capital projects fund had a total fund balance of $1,139,036 at June 30, 2005, all of which is
either reserved for capital improvements or designated for other purposes. The net increase in fund
balance for the year amounted to $193,589.

The City's proprietary fund provides the same type of information found in the government-wide
financial statements, but in more detail. Unrestricted net assets of the City’s proprietary fund totaled
$266,706. Discussions about the finances of this fund are addressed in the City's business-type
activities.

GENERAL FUND BUDGETARY HIGHLIGHTS

Differences between the original and final amended budgets for the general fund amounted to a total
increase in appropriations of $38,500. Of the total increase in expenditure budgets, $38,500 was
funded from increases in revenue estimates. An additional $160,187 was transferred from the
general fund to the capital projects fund.

CAPITAL ASSET AND DEBT ADMINISTRATION

Coalville City's investment in capital assets for its governmental and business type activities
combined totaled $10,482,463 (net of $3,236,153 accumulated depreciation) at June 30, 2005.
Types of assets included in this category are land and water rights, buildings and related
improvements, vehicles, machinery and equipment, roads (including curb and gutter), street lights,
traffic signals, water and waste water distribution and collection systems, and construction in progress
of $3,137,184. The City's investment in net capital assets equals nearly 76% of total assets.
Governmental activities net capital assets to governmental activities assets equaled 65%, while
business-type activities percentage was 89%.

Major capital asset activities that occurred during the past fiscal year include:

Govemmental Business-Type
Activities Activities
2005 2004 2005 2004
Land and water rights $ 96,017 $ 96,017 $ 22,350 $ 22,350
Infrastructure 2,085,356 1,939,038 - -
Buildings 526,704 526,704 4,518 4518
Improvements other than buildings 48,666 48,666 7,475,638 7,353,510
Vehicles 38,707 38,707 - -
Machinery and equipment 81,679 82,052 201,795 207,963
Construction in progress 3,043,830 2,985,980 93,354 -
Accumulated depreciation (882,193) (787,719) (2,353,958) (2,151,592)
Net book value $ 5,038,766 $ 4929445 $ 5443697 $ 5436749
7




At June 30, 2005, Coalville City's total debt amounted to $3,859,109 of which $2,714,879 was
incurred by the City’s business-type activities and the remaining $3,604,855 incurred by the City's
governmental units. The bulk, $3,235,786, or 100%, of the City's debt is known as revenue bonds
and is secured by specific revenue sources (i.e. property taxes and water and sewer revenues). The
remaining debt balance is secured by various general fixed assets owned by the City.

Additional information on Coalville City's capital assets and debt can be found in Note 3 in the Notes
to the City's Basic Financial Statements.

Coalville City's Outstanding Debt
General Oligation and Revenue

Business-Type
Governmental Activities Activities Totals
2005 2004 2005 2004 2005 2004
Revenue bonds $ 171,000 $ 207000 $ 2699813 $ 2,799,813 $2,870813 $ 3,006,813
Warrants 3,338,202 3,018,885 - - 3,338,202 3,018,885
Bonds secured by general
fixed assets 349,907 379,000 15,066 20,492 364,973 399,492
Total $ 3,859,109 $ 3604885 § 2714879 § 2,820,305 $6,573988 § 6425190

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES

As of July 2005, the state unemployment rate was 4.8%, down from 6.2% the previous year. This is
consistent with the nationwide decrease in unemployment rates as the economy continues to recover.
Currently, Coalville City is experiencing a similar economic pickup consistent with the rest of the
nation. The City has some subdivisions that could bring in more property taxes in future years since
the land was previously farm property subject to greenbelt provisions. The rates and fees for most
services remained constant for fiscal year end 2005 compared with the fiscal year just ended.

The City has a special improvement district that is in dispute with developers. If the developer
defaults on the Improvement District, the City will not be responsible for the warrants issued but may
loose the note receivable from the contract on the land sold to the developer.

REQUEST FOR INFORMATION

This financial report is designed to give its readers a general overview of Coalville City's finances.
Questions regarding any information contained in this report or requests for additional financial
information should be addressed to Coalville City, 10 North Main Street, Coalville City, Utah 84017.




COALVILLE CITY

Statement of Net Assets
June 30, 2005

ASSETS

CURRENT ASSETS
Cash and cash equivalents
Restricted
Unrestricted
Receivables
Property, franchise, and excise taxes
Other receivables, less allowance for
doubtful accounts of $35,325
Current portion contract receivables
Accounts, less allowance for doubtful
accounts of $3,522

Total current assets

NONCURRENT ASSETS
Restricted cash and cash equivalents

Property and equipment, at cost
Land and water rights
Infrastructure
Buildings
improvements other than buildings
Vehicles
Machinery and equipment
Construction in progress
Accumulated depreciation

Net property and equipment

Other non-current assets
Bond issue costs, less accumulated
amortization of $19,833
Loans and other long-term receivables
Assets held for investment
Total other noncurrent assets

Total assets

Primary Government

Governmental Business-type

Activities Activities Total
$ 193,790 $ - $ 193,790
1,139,260 6,753 1,146,013
247,068 - 247,068
837 - 837
82,979 - 82,979
- 53,073 53,073
1,663,934 59,826 1,723,760
265,116 330,586 595,702
96,017 22,350 118,367
2,085,356 - 2,085,356
526,704 4,518 531,222
48,666 7,475,639 7,524,305
38,707 - 38,707
81,680 201,795 283,475
3,043,830 93,354 3,137,184
(882,194) (2,353,959) (3,236,153)
5,038,766 5,443,697 10,482,463
- 33,008 33,008
562,927 24,390 587,317
217,000 201,740 418,740
779,927 259,138 1,039,065
$ 7,747,743 $ 6,093,247 $13,840,990

The accompanying notes are an integral part of this statement.




COALVILLE CITY

Statement of Net Assets, Continued
June 30, 2005

LIABILITIES

CURRENT LIABILITIES

Accounts payable

Current portion of long-term debt
payable from restricted assets

Accrued liabilities

Defered income

Accrued interest, payable from restricted
assets

Total current liabilities

NONCURRENT LIABILITIES
Deposits, advance rentals, and long term
accruals
Long-term compensation liability
Bonds payable
Warrants payable
Total noncurrent liabilities

Total liabilities

NET ASSETS

Investment in capital assets, net of related debt
Restricted for:
Capital projects
Debt service
Other restricted
Unrestricted
Total net assets

Total liabilities and net assets

Primary Government

Governmental Business-type

Activities Activities Total
$ 13,874 $ 5,861 $ 19,735
50,000 108,670 158,670
4,035 1,606 5,641
189,111 - 189,111
2,284 23,944 26,228
259,304 140,081 399,385
- 12,309 12,309
2,381 8,539 10,920
470,907 2,606,209 3,077,116
3,338,202 - 3,338,202
3,811,490 2,627,057 6,438,547
$ 4,070,794 $ 2,767,138 $ 6,837,932
$ 1179657 $ 2,728,818  $ 3,908,475
193,791 - 193,791
49,941 330,586 380,527
216,012 - 216,012
2,037,548 266,705 2,304,253
3,676,949 3,326,109 7,003,058
$ 7,747,743 $ 6,093,247 $ 13,840,990

The accompanying notes are an integral part of this statement.
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COALVILLE CITY

Balance Sheet
Governmental Funds

June 30, 2005
Other Total
Capital Governmental Governmental
General Projects Funds Funds
ASSETS
ASSETS
Cash and cash equivalents $ 60,091 $ 1,079,168 $ - $ 1,139,259
Receivables
Property, franchise, and excise tax 247,069 - - 247,069
Loans and other receivables, less allowance for
doubtful loans of $30,009 - 645,905 837 646,742
Restricted assets
Cash and cash equivalents 95,600 - 363,306 458,906
Total assets $ 402,760 $ 1,725,073 $ 364,143 $ 2,491,976
JABILI AND FUND BALANCES
LIABILITIES
Accounts payable $ 13,873 $ - $ - $ 13,873
Accrued liabilities 4,035 - - 4,035
Deferred revenue 189,111 586,037 - 775,148
Total liabilities 207,019 586,037 - 793,056
FUND BALANCES
Unreserved, designated for capital improvements - 1,139,036 - 1,139,036
Unreserved and undesignated 89,362 - - 89,362
Reserved for:
Ciass C road 26,175 - - 26,175
Bond sinking funds 49,941 - - 49,941
Other purposes 30,263 - 364,143 394,406
Total fund balances 195,741 1,139,036 364,143 1,698,920
Total liabilities and fund balances $ 402,760 $ 1,725,073 $ 364,143 $ 2,491,976

The accompanying notes are an integral part of this statement.
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COALVILLE CITY

Reconciliation of the Balance Sheet - Governmental Funds to the
Statement of Net Assets
June 30, 2005

Total Fund Balance

Total net assets reported for governmental activities in the
statement of net assets are different because:
Capital assets used in governmental activities are not financial
resources and therefore are not reported in the funds. Those
assets consist of:

Land $ 96,017
Infrastructure 2,085,356
Buildings 526,704
Improvements, other than buildings 48,666
Equipment 81,680
Construction in progress 3,043,830
Vehicles 38,707
Less accumulated depreciation (882,194)

Total capital assets

Some assets used in governmental activities are not financial
resources and are not listed as depreciable assets.

Some of the City contract revenue is recorded as deferred
revenue on the fund statements and recorded as revenue
in the government wide statements.

Long-term liabilities applicable to the City's governmental
activities are not due and payabie in the current period, and
accordingly, are not reported as fund liabilities. Interest on
long-term debt is not accrued in governmental funds, but
rather as an expenditure when due. All liabilities, both
current and long-term, are reported in the statements of net

assets.

Accrued liabilities (2,381)
Obligation for compensation liabilities due after one year -
Accrued interest on bonds (2,284)

Current portion of long-term debt (50,000}

Bonds payable (470,907)

Warrants payable (3,338,202)
Total liabilities

Total net assets of governmental activities

The accompanying notes are an integral part of this statement.
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5,038,766

217,000

586,037

(3,863.774)
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COALVILLE CITY

Statement of Revenues, Expenditures, and Changes in Fund Balances

Governmental Funds

Year Ended June 30, 2005
Other
Capital Governmental
General Projects Funds Totals
REVENUES
General property taxes $ 225,901 $ - $ - $ 225,901
Sales, use, and excise taxes 166,076 - - 166,076
Franchise taxes 8,395 - - 8,395
Licenses 10,033 - - 10,033
Permits 39,218 - - 39,218
interest 17,690 - 7,904 25,594
Intergovernmental 53,121 43,269 - 96,390
Charges for services 9,314 - 67,977 77,291
Rents 5,100 - - 5,100
Miscelianeous 5,287 70,368 - 75,655
Total revenues 540,135 113,637 75,881 729,653
EXPENDITURES
Current
Administration 176,510 - - 176,510
Highway and streets 103,356 - - 103,356
Cemetery 52,813 - - 52,813
Planning and zoning 62,955 - - 62,955
Other departments - - - -
Capital outlay - 68,340 - 68,340
Debt service
Principal 36,000 29,093 - 65,093
Interest and other fiscal charges 13,425 906 - 14,331
Total expenditures 445,059 98,339 - 543,398
Revenues over expenditures 95,076 15,298 75,881 186,255
OTHER FINANCING SOURCES (USES)
Operating transfers in 5,196 178,291 - 183,487
Operating transfers out (160,187) - (23,300) (183,487)
Total other financing (154,991) 178,291 (23,300) -
Revenue and other sources over
(under) expenditures and other
uses (59,915) 193,589 52,581 186,255
FUND BALANCE, JULY 1, 2004 255,656 945,447 311,562 1,512,665
FUND BALANCE, JUNE 30, 2005 $ 195,741 $ 1,139,036 $ 364,143 $ 1,698,920

The accompanying notes are an integral part of this statement.
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COALVILLE CITY

Reconciliation of the Statements of Revenues, Expenditures, and Changes in
Funds Balances - Governmental Funds to the Statement of Activities
Year Ended June 30, 2005

NET CHANGES IN FUND BALANCES - TOTAL GOVERNMENTAL FUNDS

The change in net assets reported for governmental activities
in the statement of activities is different because:

Governmental funds report capital outlays as expenditures.
However, in the statement of activities the cost of those assets
is allocated over their estimated useful lives and reported as
depreciation expense. This is the amount by which capital
outlay ($130,056) is more than depreciation expense ($95,376).

Capital contributions are recorded in the government wide statements
and are not recorded in the individual fund statements.

Repayment of principal is an expenditure in the governmental
funds but reduces the liability in the statement of net assets.

Some expenses reported in the statement of activities do not
require the use of current financial resources, and therefore,
are not reported as expenditures in governmental funds.
This adjustment is as follows:
Compensated absences $ (259)
Accrued interest (340,770)

In the statement of activities, only the gain on the original sale
of land is reported, whereas in the governmental funds, the
proceeds from the sale increase financial resources.

Revenues in the statement of activities that do not provide current
financial resources are not reported as revenues in the funds.
Accrued interest receivable

Change in net assets of governmental activities

The accompanying note are an integral part of this statement.
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COALVILLE CITY
Statement of Net Assets
Proprietary Funds
June 30, 2005
Business-type
Activities
ASSETS Water/Sewer
CURRENT ASSETS
Cash and cash equivalents
Restricted 3 330,586
Unrestricted 6,753
Receivables
Accounts, less allowance for doubtful accounts of $3,522 53,073
Total current assets 390,412
NONCURRENT ASSETS
Restricted cash and cash equivalents -
Property and equipment, at cost
Land and easements 22,350
Buildings 4,518
Improvements, other than buildings 7,475,639
Machinery and equipment 201,795
Work in process 93,354
Accumulated depreciation (2,353,959)
Net property and equipment 5,443,697
Bond issue costs, less accumulated amortization of $12,460 33,008
Long term receivables 24,390
Assets held for investment 201,740
Total noncurrent assets 259,138
Total assets $ 6,093,247
LIABILITIES
CURRENT LIABILITIES
Accounts payable $ 5,861
Current portion of long-term debt payable from restricted assets 108,670
Accrued liabilities 1,606
Other liabilities payable from restricted assets 23,944
Total current liabilities 140,081
NONCURRENT LIABILITIES
Deposits, advance rentals, and long term accruals 12,309
Long-term compensation liability 8,539
Bonds payable 2,606,209
Total noncurrent liabilities 2,627,057
Total liabilities ___2,767.138
NET ASSETS
Investment in capital assets, net of related debt 2,728,818
Restricted for:
Debt service 330,586
Unrestricted 266,705
Total net assets 3,326,109
Total liabilities and net assets $ 6,093,247
The accompanying notes are an integral part of this statement.
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COALVILLE CITY

Statement of Revenues, Expenditures, and Changes in Fund Net Assets

Proprietary Funds
Year Ended June 30, 2005

OPERATING REVENUE
Sales and charges for services
Total operating revenue

OPERATING EXPENDITURES
Personal services
Supplies
Utilities
Depreciation and amortization
Total expenditures

Operating income

NONOPERATING REVENUES (EXPENSES)
Interest income
Sale of assets and water shares
Interest expense
Total nonoperating revenues (expenses)

CAPITAL CONTRIBUTIONS
Grants and other contributions
Total capital contributions
Increase in net assets

NET ASSETS, JULY 1, 2004

NET ASSETS, JUNE 30, 2005

The accompanying notes are an integral part of this statement.
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Business-type
Activities

Water/Sewer

$ 562830
532,839

165,161
98,462
27,881

210,655

502,159

30,680

9,340
24,964

(48,198)
(13,894)

78,320
78,320

95,106
3,231,003

$ 3,326,109




COALVILLE CITY

Statement of Cash Flows
Proprietary Fund -
For the Year Ended June 30, 2005
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CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers and users
Payments to suppliers
Payments to employees
Net cash provided by operating activities

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Capital contributions
Purchase of capital assets
Principal paid on bonds
Interest paid on bonds
Net cash used in capital and related financing activities

Cash flows from investing activities
Purchase of water shares
Sales of water rights
Investment earnings
Net cash used in investing activities

Net increase (decrease) in cash and cash equivalents
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS, END OF YEAR

CASH FLOWS FROM OPERATING ACTIVITIES
Operating income

Adjustments to reconcile operating income (loss) to net cash
provided by (used in) operating activities:
Depreciation and amortization
Increase (decrease) due to changes in:
Accounts receivable
Accounts payable
Accrued liabilities affecting operating activities
Other liabilities

Net cash provided by operating activities

NONCASH CAPITAL FINANCING ACTIVITIES

Capital assets of $78,320 were acquired through contributions from developers.

The accompanying notes are an integral part of this statement.
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Business-
Activities
Water/Sewer

$ 532,455
(130,089)

(164,095)
238,271

(141,244)
(105,426)

(47,852)
(294,522)

(15,125)
26,926
9,340
21,141

(35,110)
372,449

$ 337,339

$ 30,681

$ 210,655

(3.313)
(3,746)
1,065
2,929

$  238,2M
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COALVILLE CITY

Notes to the Financial Statements
June 30, 2005

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

History and Organization
Coalville City was incorporated September 1, 1899. The City operates under a mayor-council
form of government and provides the following services authorized by its charter: public safety,
highways and streets, sanitation, recreation, planning and zoning, and general administrative.

Financial Reporting Entity

For financial reporting purposes, the reporting entity includes all funds, agencies, and authorities
for which the City holds corporate powers, and all component units for which the City is financially
accountable. The Governmental Accounting Standards Board (GASB) in its Statement No. 14,
The Financial Reporting Entity, has established criteria to consider in determining financial
accountability. The criteria are: appointment of a majority of the voting members of an
organization's governing board, and either (1) the City has the ability to impose its will on the
organization or (2) there is potential for the organization to provide specific financial benefits to, or
impose specific financial burdens on, the City.

As required by Generally Accepted Accounting Principles (GAAP) these financial statements
represent Coalville City, the primary government, and its component units. The component units
are included in the City's reporting entity because of the significance of their operational or
financial relationship with the City.

The Coalville Municipal Building Authority is a legally separate entity from the City, but is part of
the City and is blended into the general fund. The sole purpose of the Municipal Building
Authority is to serve the City as a financing agency for debt-financed projects. The Coalville City
Council serves as the Board of Directors of the Municipal Building authority.

Basis of Presentation — Government-Wide and Fund Financial Statements

Government-wide statements are comprised of the statement of net assets and the statement of
activities. They contain information on all of the activities of the primary government and its
component. Most effects of inter-fund activities have been eliminated from these statements.
Governmental activities are normally supported by taxes and intergovernmental revenues, while
business-type activities receive a significant portion of revenues from fees and charges for
services.

The statement of activities is presented to show the extent that program revenues of a given
activity support direct expenses. Direct expenses are those that can clearly be associated with a
particular activity or program. Program revenues are: (1) charges to customers or others who
purchase, use, or directly benefit from the services or goods provided by a given activity, or (2)
grants or other contributions that are restricted to operations or capital needs of a specific activity.
General revenues are those revenues like taxes and other items that are not properly reported as
program revenues. Indirect expense allocated between departments is related to depreciation on
assets. The depreciation expense is allocated based on the use of the asset by the departments.

Separate financial statements are included for governmental fund and proprietary funds. Major

individual governmental funds are reported in separate columns in the governmental funds
statements, as are major individual proprietary funds in the proprietary funds statements.
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Measurement Focus and Basis of Accounting

Measurement focus refers to the types of assets that appear on the statement of net assets, and
changes to those same assets, that appear on the statement of activities. The flow of financial
resources measurement focus shows current assets and liabilities on the statement of net assets,
and changes to net current assets, in the statement of activities. The flow of economic resources
measurement focus shows total assets and liabilities on the statement of net assets and changes
to net assets on the statement of activities. Basis of accounting refers to when revenues and
expenditures or expenses are recognized in the accounts and reported in the financial
statements.

Government-Wide and Proprietary Fund Statements use the economic resources
measurement focus and the accrual basis of accounting. Revenues are recognized in the
accounting period in which they are earned, and expenses are recognized in the period incurred,
regardless of the timing of the related cash flows. Unbilled fees for proprietary funds are
recorded as receivables at year end. Property taxes are recorded as revenues in the year for
which they are levied. Grants and similar other contributions are recognized as revenue as soon
as the eligibility requirements of the provider have been met.

Coalville City's major enterprise fund is the water and sewer fund. The fund collects fresh water
from springs and wells, treats it, and delivers potable water to nearly all residents and businesses
located in the City, and many residents and businesses located geographically outside the
boundaries of the City. The City has its own sewer plant. The City collects fees from customers
located within, and some customers located outside, the City limits for services.

Proprietary funds separate operating and non-operating revenues and expenses. Operating
revenues and expenses normally arise from providing goods and services in connection with the
fund’'s normal ongoing operations. The principal sources of operating revenues for the
proprietary funds are fees charged to customers for goods and services. Operating expenses
include the cost of sales and services, administrative overhead expenses, and depreciation on
capital assets. All other revenues or expenses are recorded as non-operating.

The City has adopted GASB Statement No. 20, Accounting and Financial Reporting for
Proprietary Funds and Other Governmental Entities that use Proprietary Fund Accounting.
Accordingly, the City has elected to apply all applicable GASB pronouncements as well as
Financial Accounting Standards Board (FASB) Pronouncements and Accounting Principles Board
(APB) Opinions issued on or before November 30, 1989, unless those pronouncements conflict
with or contradict GASB pronouncements. Consequently, the. City does not apply FASB
pronouncements issued after November 30, 1989.

Governmental Fund Statements use the current financial resources measurement focus and
the modified accrual basis of accounting. Under the modified accrual basis, revenues are
recognized when they become measurable and available. “Measurable” means that amounts can
be reasonably determined within the current period. “Available’ means that amounts are
collectible within the current period, or soon enough thereafter, to be used to pay liabilities of the
current period. As a practical matter, Coalville City uses 60 days as a cutoff for meeting the
available criterion. Property taxes are considered “measurable” when levied, and available when
collected and held by Summit County. Any amounts not available are recorded as deferred
revenue. Franchise taxes are considered ‘measurable” when collected and held by the utility
company, and are recognized as revenue at that time. Other revenues that are determined to be
susceptible to accrual include grants earned and other intergovernmental revenues, charges for
services, and assessments. Property taxes and assessments are recorded as receivables when
levied or assessed. However, they are reported as deferred revenue until the “available” criterion
has been met. Sales and use taxes collected by the state and remitted to the City within the
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“available” time period are recognized as revenue. Revenues collected in advance are deferred
and recognized in the period to which they apply.

Revenues that are determined to not be susceptible to accrual because they are either not
available soon enough to pay liabilities of the current period (60 days), or are not objectively
measurable, include licenses, permits, and miscellaneous revenues. Revenue is recognized
when cash is received.

Expenditures are recognized in the accounting period in which the fund liability is incurred, except
for long-term obligations (debt service payments and long term compensated absences) and
related interest which are recognized as expenditures when due. Inventories of supplies are
expended when purchased.

Coalville City has two major governmental funds; the General Fund and the Capital Projects
Fund. The General Fund is the main operating fund. It accounts for all financial resources of the
general government, except for those required to be accounted for in another fund. The capital
projects fund accounts for resources dedicated to the construction or improvement of capital
assets. These constructed or improved capital assets are for the benefit of any or all
governmental funds. In addition to the listed major governmental funds, the City also has a total
of two non-major governmental funds: (1) the Special Revenue Fund - impact fees and (2) the
Cemetery Care Fund — a permanent fund.

Budgets and Budgetary Accounting

Budgets are legally required for governmental funds. Annual budgets are prepared and adopted
by the City Council on or before June 15 for the fiscal year commencing the following July 1, in
accordance with Utah State Law. The operating budget includes proposed expenditures and the
proposed sources of financing for such expenditures. Prior to June 15, a public hearing is
conducted to obtain taxpayer input. Budgets are adopted by ordinance in total for each
department. Expenditures cannot exceed appropriations at the department level. Management
can move budgeted amounts from one line item to another within a department or decrease
appropriations. The City Council can increase appropriations after holding a public hearing.

The governmental funds budget is prepared using the modified accrual basis of accounting.
Governmental appropriations lapse at year-end.

Cash, Cash Equivalents, and Investments

The City complies with GASB Statement No. 31 Accounting and Financial Reporting for Certain
Investments and for External Investment Pools. The statement requires certain investments to be
reported at fair value and the change in fair value to be included in revenues or expenses. The
City's policy is to report all investments at value and the change in fair value to be included in
revenues or expenses. The City's investment in the State Treasurer's Pool has a fair value
equivalent to the value of the pool shares. This pool is administered by the State of Utah and is
regulated by the Money Management Council under provisions of the Utah State Money
Management Act. In all statements, the City considers all highly liquid investments, (including
restricted assets) that mature within ninety days or less when purchased, to be cash equivalents.

Depreciable Fixed Assets

Fixed assets are valued at historical cost or estimated historical cost for assets where actual
historical cost was not available. Donated fixed assets are valued at their estimated fair market
value on the date donated. The City has a capitalization threshold of $1,000 for infrastructure in
the public right of way and $500 for all other assets. The City follows GAAP by capitalizing a
portion of its interest costs (net of any interest earned on related interest bearing investments
acquired with proceeds of related tax-exempt borrowings) as a cost of constructed property and
equipment in enterprise funds. Depreciation of fixed assets is computed using the straight-line
method over the following estimated useful lives:
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Buiidings
Improvements other than buildings 5-40
Machinery and equipment, including leased

property under capital leases 5-40
Infrastructure in public way, including roads,

signals, lights, and bridges 25-40
Water and sewer lines 30-40
Vehicles 5

Bond Insurance Costs and Amortization
Amortization of bond issue costs and bond discounts are computed on the straight-line method
over the life of the related bonds

Property Taxes

Ad valorem (based on value) property taxes constitute a major source of general fund revenue.
Taxes are levied through the passage of an ordinance in June of each year. The levy is
applicable to only one year. All taxable property is required to be assessed and taxed at a
uniform and equal rate on the basis of its fair market value. The Summit County Assessor is
required to assess all other taxable property, and both entities are required to assess the
respective types of property as of January 1, the assessment date. The County is then required
to complete the tax rolis by May 15. By July 21, the County Treasurer is to mail assessed value
and tax notices to property owners. Then a taxpayer may petition the county board of
equalization between August 1 and August 15 for a revision of the assessed value. Approved
changes in assessed value are made by the County Auditor by November 1 and on this same
date the Auditor is to deliver the completed assessment roils to the County Treasurer. Tax
notices are mailed with a due date of November 30, and delinquent taxes are subject to a
penalty. Unless the delinquent taxes and penalties are paid before January 15, a lien is attached
to the property, and the amount of taxes and penalties bear interest from January 1 until paid. If
after five years, delinquent taxes have not been paid, the County sells the property at a tax sale.
Tax collections are remifted to the City from the County on a monthly basis. With the July 1,
2000, adoption of Statement of Governmental Accounting Standards (SGAS) No. 33, more fully
described below, Coalville City changed its accounting for property taxes.

SGAS No. 33, Accounting and Financial Reporting for Non-exchange Transactions, defines a
non-exchange transaction as one in which “a government either gives value to another party
without directly receiving equal value in exchange, or receives value from another party without
directly giving equal value in exchange.” For property taxes, at January 1 of each year (the
assessment date), Coalville City has the legal right to collect the taxes, and in accordance with
the provisions of the new statement, has now recorded a receivable and a corresponding
deferred revenue for the assessed amount of those property taxes as of January 1, 2005. Since
the government-wide statements use the accrual basis of accounting, the government activities
records both the receivable and the property tax revenue as of January 1, 2005, even though
most of them will not be received until the following fiscal year.

Inter-fund Transactions

In the normal course of its operations, the City has various transactions between funds.
Transfers are recognized as operating transfers in and out, respectively, by the funds receiving
and providing the transfer.
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Long-term Liabilities
Long-term liabilities that will be financed from governmental funds are accounted for in the
governmental activities portion of the government-wide statements, while those of proprietary
funds are accounted for in their respective funds.

Use of Restricted Funds

The City has funds with various restrictions. When an expense is incurred which meets the
requirements to release the restriction, such restricted funds are first used to satisfy the expense
followed by any unrestricted funds needed to satisfy the expense.

Contributions

Certain proprietary fund types receive contribution for aid in construction from various sources.
With the adoption of GASB No. 33, these contributions that were formerly credited directly to
contributed capital accounts are now reflected as non-operating revenue. With the adoption of
GASB No. 34, amounts that were contributed in prior years, and were shown as contributed
capital, have been reclassified to part of the beginning net assets.

Compensated Absences

The City compensates employees for unused vacation and compensation time. Sick pay is not
paid to employees upon termination. Accumulated unpaid amounts are accrued when incurred in
the government wide funds. The proprietary fund includes accrued vacation pay in their financial
statements.

Encumbrances

Encumbrance accounting, under which purchase orders, contracts, and other commitments for
the expenditure of monies are recorded in order to reserve that portion of the applicable
appropriation, is employed as an extension of formal budget integration in the general and capital
projects funds. Encumbrances outstanding at year end are reported as reservations of fund
balances since they do not constitute expenditures or liabilities.

Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities, and disclosure of contingent assets and liabilities, at the date of
the financial statements, and reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

COST SHARING MULTIPLE EMPLOYER- DEFINED BENEFIT PENSION PLAN

Coalville City contributes to the Local Governmental Contributory Retirement Systems and the
Local Governmental Noncontributory Retirement Systems administered by the Utah Retirement
Systems. Utah Retirement Systems provides refunds, retirement benefits, annual cost of living
adjustments, and death benefits to plan members and beneficiaries in accordance with retirement
statutes.

The Systems is established and governed by the respective section of Chapter 49 of the Utah
Code Annotated 1953 as amended. The Utah State Retirement Office Act in Chapter 49 provides
for the administration of the Utah Retirement Systems and Plans under the direction of the Utah
State Retirement Board whose members are appointed by the Governor. The Systems issues a
publicly available financial report that includes financial statements and required supplementary
information from the Local Governmental Contributory Retirement Systems. A copy of the report
may be obtained by writing to the Utah Retirement Systems, 540 East 200 South, Salt Lake City,
Utah, 84102, or by calling 1(800) 365-8772.
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Funding Policy

In the Local Governmental Noncontributory Retirement System, Coalville City is required to
contribute 8.69% of the annual covered salary. The contribution rates are the actuarial
determined rates. The contribution requirements of the Systems are authorized by statute and
specified by the Board.

Coalville City's contributions to the Local Governmental Contributory and Noncontributory
Retirements Systems for the years ended June 30, 2005, 2004, and 2003, were as follows:

2005 2004 2003
Noncontributory salaries $ 182,445 $ 167,198 $ 127,003
Noncontributory employer contributions 20,235 16,084 11,036
401(k) contributions
Employer 8,758 11,456 11,036
Employee contributions 2,948 2,353 1,868

These contributions were equal to the required contributions for each year.
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3. CAPITAL ASSETS

The following schedule summarizes the changes in capital assets for governmental and business

type activities during the year ended June 30, 2005.

PRIMARY GOVERNMENT

GOVERNMENTAL ACTIVITIES
Nondepreciated assets
Land
Total nondepreciated assets

Depreciated assets
Buildings
Improvements
Equipment
Infrastructure
Vehicles
Work in process
Total depreciated assets

Less accumulated depreciation
Net assets depreciated

Total governmental activities

BUSINESS-TYPE ACTIVITIES
Nondepreciated assets
Land
Easements
Total nondepreciated assets

Depreciated assets
Buildings
improvements
Equipment
Work in process
Total nondepreciated assets

Less accumulated depreciation
Net assets depreciated

Total business type assets

Total combined assets

Beginning Additions Deletions Ending
$ 96,017 - $ - $ 96,017
96,017 - - 96,017
526,704 - - 526,704
48,666 - - 48,666
82,051 530 902 81,679
1,939,038 146,318 - 2,085,356
38,707 - - 38,707
2,985,980 57,850 - 3,043,830
5,621,146 204,698 902 5,824,942
(787,719) (95,376) (902) (882,193)
4,833,427 109,322 - 4,942,749
4,929 444 109,322 - 5,038,766
10,950 - - 10,950
11,400 - - 11,400
22,350 - - 22,350
4,518 - - 4,518
7,353,510 123,813 1,685 7,475,638
207,963 2,397 8,565 201,795
- 93,354 - 93,354
7,565,991 219,564 10,250 7,775,305
(2,151,592) (210,655) (8,289) (2,353,958)
5,414,399 8,909 1,961 5,421,347
5,436,749 8,909 1,961 5,443,697
$10,366,193 118,231 $ 1,961 $10,482,463
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DEPRECIATION EXPENSE

FUNCTION
General government
Highway and streets
Cemetery
Planning and zoning
Nondepartmental
Water
Sewer

Totals

RELATED PARTY TRANSACTIONS

Governmental Business
Types Types Totals
$ 10,964 $ - $ 10,964
71,830 - 71,830
2,986 - 2,986
9,596 - 9,596
- 136,332 136,332
- 74,323 74,323
$ 95,376 $ 210,655 $ 306,031

A member of the City Council is a board member on a local ditch company. The City owns stock
in the ditch company and leases water from the company. The City paid the company $1,995
during the year. There were no receivables or liabilities at year end from this company.
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5. LONG TERM DEBT

Bonds payable at June 30, 2005, are comprised of the following individual issues:

Long-Term Debt
GOVERNMENTAL ACTIVITIES

$390,000 original issue excise tax
Road Bonds, series 1999. Due in
quarterly installments of $7,000,
$8,000, or $9000. The rate is 4.9%.
The bonds are secured by Class

C revenues.

$4000,000 original issue building

authority bond series 2001A and

2001B. Due in annual installments

with interest of 0% to 2.5%. The

bonds mature in 2032. The bonds

are secured by the municipal authority

building.

Total governmental long-term debt

Accrued liabilities

Compensated absences

Total long-term debt and accrued liabilities

BUSINESS-TYPE ACTIVITIES
Series 2001 water bonds original issue
was $2,500,000 with interest at 15%.
The bonds mature in 2016 and are
secured by secondary water revenue.

Series 1991 revenue bonds. Original
issue was $150,990 with interest at
3.5%. The bonds are secured by water
revenues. The bonds mature in 2011.

Series 1995 bonds original issue was
$280,000 with interest at 3%. The bonds
are secured by sewer revenues and
mature in 2005.

Series 2001 sewer bonds original issue
was $280,000 with interest at 4%. The
bonds are secured by sewer revenues
and mature in 2022.

Water loan payable. Original issue $92,059
with interest at 4.5%, payable annually.
The note is secured by a water tank
and matures in 2005.
Total business-type long-term debt
Accrued liabilities
Compensation liability

Total business long-term debt and
accrued liaiblities

Total long-term debt and accrued liabilities

Balance at Balance at Due Within
6/30/2004 Additions Deletions 6/30/2005 One Year
$ 207,000 $ - $ 36,000 $ 171,000 $ 39,000
379,000 - 29,093 349,907 11,000
586,000 - 65,093 520,907 50,000
2,122 259 - 2,381 -
588,122 259 65,093 523,288 50,000
2,401,000 - 54,000 2,347,000 57,000
72,000 - 8,000 64,000 8,000
56,000 - 28,000 28,000 28,000
270,813 - 10,000 260,813 10,000
20,492 - 5,426 15,066 5,670
2,820,305 - 105,426 2,714,879 108,670
7,929 610 - 8,539 -
2,828,234 610 105,426 2,723,418 108,670
$ 3,416,356 $ 869 $ 170,519 $ 3,246,706 $ 158,670
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The annual debt requirement to maturity, including principal and interest as of June 30, 2005, are
listed in the following table:

Government Activities Business Activities Totals
Year Ending
June 30, 2005 Principal Interest Principal Interest Principal Interest
2006 $ 50,000 $ 12,104 $ 108670 $ 36983 $ 158670 $ 49,087
2007 51,000 10,032 85,926 35,316 136,926 45,348
2008 54,000 7,911 87,470 33,694 141,470 41,605
2009 60,000 4,849 87,000 32,143 147,000 36,992
2010 11,000 3,924 92,000 30,718 103,000 34,642
2011-2015 63,000 17,494 532,000 130,019 595,000 147,513
2016-2021 69,000 13,594 659,000 89,673 728,000 103,267
2022-2025 72,000 9,219 752,813 41,508 824,813 50,727
2026-2029 77,000 4,344 310,000 4,660 387,000 9,004
2030-2034 13,907 224 - - 13,907 224
Totals $ 520,907 $ 83,695 $ 2714879 $§ 434714 $ 3235786 $ 518,409

6. CASH AND INVESTMENTS
The City maintains a cash and investment pool that is available for use by all funds. In addition,
investments are separately held by several of the City's funds. Cash and investments as of June
30, 2005, are classified in the accompanying financial statements as follows:

Statement of net assets:
Cash and cash equivalents $1,935,505

Cash investments and cash equivalents as of June 30, 2005, consist of the following:

Cash on hand $ 1,054
Deposits with financial institutions 1,200,675
Investments state treasure 733,776

Total cash and cash equivalaents 1,935,505

Investments Authorized by the Utah Government Code

The City follows the requirements of the Utah Money Management Act in handling its depository
and temporary investment transactions. This law requires the depositing of City funds ina
“qualified depository.” The Act defines a “qualified depository’ as any financial institution in
whose deposits are insured by an agency of the Federal Government and which has been
certified by the Commissioner of Financial Institutions as meeting the requirements of the Act and
adhering to the rules of the Utah Money Management Council.

The Money Management Act also defines the types of securities allowed as appropriate
temporary investments for the City and the conditions for making investments and investment
transactions. Investment transactions are to be conducted through qualified depositories or
primary reporting dealers.
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Certain assets are restricted by provisions of the revenue bond resolutions. The resolutions also
describe how these restricted assets may be deposited and invested. Restricted cash may only
be deposited in state or national banks meeting certain minimum net worth requirements, or
invested in securities representing direct obligations of, or obligations guaranteed by, the United
States government, agencies of the United States government, any state within the territorial
United States of America, or repurchase agreements or interest bearing time deposits with state
or national banks meeting certain minimum net worth requirements.

The PTIF is not registered with the SEC as an investment company. The PTIF is authorized and
regulated by the money Management Act. The act established the Money Management Council
which oversees the activities of the State Treasurer and the PTIF, and details the type of
authorized investments it makes. Deposits in the PITF are not insured or otherwise guaranteed
by the State of Utah and participants share proportionally in any realized gains or losses on
investments.

As of June 30, 2005, the City had the following investments and maturities

Investment Maturities (in years)

More
Fair Less than 10
Investment type Value than 1 Year 1-10Years Years
State of Utah Public
Treasurer investment fund $ 733,776 $ 733,776 $ - $ -
Total investments $ 733,776 $ 733,776 $ - $ -

Interest Rate Risk

Interest rate risk is the risk that occurs when changes in interest rates will adversely affect the fair
value of an investment. The City policy for managing its exposure to fair value loss arising from
increasing interest rates is to comply with the State’s Money Management Act. In accordance
with that act, the remaining term to maturity of the investments above do not exceed the period of
availability of these funds.

Credit Risk

Credit risk is the risk that an issuer, or other counterparty to an investment, will not fulfill its
obligations. The City's policy for reducing its exposure to credit risk is to comply with the State’s
Money Management Act. As of June 30, 2005, the Utah Public Treasurer's investment fund was
unrated.

Concentration of Credit Risk

Concentration of credit risk is the risk of loss attributed to the magnitude of a government's
investment in a single issuer. The City policy for reducing the risk of loss is to comply with the
Rules of the Money Management Council. The City's investment in the Utah Public Treasurer's
Investment Fund has no concentration of credit risk.

Custodial Credit Risk Deposits

For an investment, custodial credit risk is the risk that, in the event of the failure of the
counterparty, the City will not be able to recover the value of its investments or collateral
securities that are in the possession of an outside party. The City does not have a formal policy
of custodial credit risk. As of June 30, 2005, $968,224 of the $1,200,674 balance of deposits was
exposed to custodial credit risk because it was uninsured and uncollateralized.
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Custodial Credit Risk Investments

For an investment, this is the risk that, in the event of the failure if the counterparty, the City will
not be able to recover the value of its investments that are in the possession of an outside party.
The City's investment in the Utah Public Treasurer Investment Fund has no custodial credit risk.

RESERVED FUND BALANCES

The City records reserves to indicate that a portion of the fund equity is legally segregated for a
specific future use. The following details the description and amounts of all reserves used by the
City.

Government Business

Description Activities Activities Total
General fund reserved for class C roads $ 26,175 $ - $ 26,175
Cemetery perpetual care fund 216,012 - 216,012
Special revenue impact fee 148,131 - 148,131
Capital improvements building escrow 30,263 - 30,263
Enterprise fund escrow funds for

construction projects. - - -
Bond reserve funds 49,941 330,586 380,527

INTEREST EXPENSE

The proprietary fund incurred $48,198 in interest expense of which $48,198 was charged to
expense and $0 was capitalized. The governmental funds do not capitalize interest.

RESTRICTED CASH

The City has resfricted cash of $15,396 for class C roads and $49,940 for bond reserve funds in
the general fund. The perpetual care fund has $215,175 for restricted cemetery care funds. The
special revenue fund has restricted cash of $148,131 to be used for construction. The capital
improvement fund had $20,264 for construction. The water and sewer fund has $330,586 for
construction escrow accounts and bond reserves.

COMMITMENTS AND SUBSEQUENT EVENTS

The City has a special improvement district that is being developed by a company. The
improvement district is a business park and residential subdivision that will house several
businesses and homes. The project is in progress which includes the installing of roads, curbs,
gutters, and utilities on land the City sold to the developei. The construction project is financed
by warrants that will be sold to bond holders as special assessment bonds when the project is
completed. The developer is financing the warrants until the bonds are sold. The property will be
sold to owners who will be assessed a portion based on a formula of land ownership. As of the
end of field work, there has been no property sold to owners. If no property is sold the developer
will be responsible to pay the special assessments for the bond. If the developer defaults, the
special assessments bond holders can seize the property and sell it to pay the bond holders.

The City has a legal action involving the secondary water system. The amount is in mediation

and it is anticipated that the settlement will be made, but the amount is undetermined and may be
covered by insurance.
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A city dam failed shortly after year end. The contractor will pay most of the costs to reconstruct
the costs of the dam. The City has agreed to pay some of the costs to repair the dam.

The developer has filed a legal action with the City to recover the costs of the warrants. The case
has progressed to a complaint filed in the Third District Court. The City is attempting to resolve
the litigation by entering into an agreement that would require property owners to bear the
expense of the infrastructure and development.

RISK MANAGEMENT

The City is exposed to various risks of loss related to torts, theft, property damage, errors,
omissions, injuries, and natural disasters. The City has purchased comprehensive general
liability insurance. The City pays premiums for general insurance coverage, automobile liability,
and personal injury protection.

CONTRACTS RECEIVABLE

The capital improvements fund has a note receivable from a sale of land. The note has principal
payments due yearly of $59,869, with interest at 6.50%, and is secured by property sold to a
developer. The final payment is due in 2021. The note is offset against deferred revenue in the
governmental fund statements. The property was sold to a developer who is developing the
property through special assessments. The note receivable is subordinate to the special
assessments bond on the same property and may not be recovered in case of default by the
developer. There is no allowance for uncollected amounts on this note.

CONSTRUCTION WARRANTS, SPECIAL IMPROVEMENT DISTRICT

The City has a special improvement district that is financed by construction warrants from a
developer. The warrants will be sold from special improvements bonds when the project is
completed. The amount of the warrants issued as of June 30, 2005, was $3,338,202. The
warrants bear interest at 6.25%. The accrued interest on the warrants will become part of the
special improvements bonds.

INVESTMENT PROPERTY

The City entered into a joint venture with a company to build and maintain a post office building.
The City contributed land to the venture and will receive an increase in ownership each year from
capitalized earnings. The current investment ownership of the property is 26.13%. The
ownership percent increases about 1.40% each year from reinvested earnings. The venture has
a contract with the Postal Service for 30 years. The company manages the property and the Cit¥
is a tenant in common. The City has the option to purchase the property after the 30
anniversary date of the Postal Service. The purchase price will be based on the fair market value
of the property obtained by an outside appraiser. The City can cease its interest in the property
at any time but the company has the first right of refusal option to purchase the property. The
lease payments to the City are $10,500 per year that are capitalized as an increase in the
investment each year.

31




15. TOTAL COLUMNS

Total columns on the governmental fund statements are captioned “Total” and are presented to
facilitate financial analysis. Data in these columns does not represent consolidated information
since interfund eliminations have not been made.

16. ASSET IMPAIRMENT

The City has a special improvement district that has roads that have been impaired and need
repair to be useable. The cost to repair the roads will be paid by the contractor. The roads are
currently listed as work in process. Other assets of the improvement district may be impaired if
the improvement district is not operational in the near future. All of there assets are listed as work
in process in the financial statements.

17. ACCOUNTS RECEIVABLE

Accounts receivable for the City's governmental and business type activities, including the
applicable allowance for uncollectible accounts at June 30, 2005, are as follows:

Less
Accounts  Allowance for Short Long
Receivable Uncollectible Total Term Term
Govemmental activities
General fund $ 247,068 $ - $ 247,068 $ 247,068 $ -
Nonmajor governmental funds 36,161 35,325 836 936 -
Total governmental funds $ 283,229 $ 35,325 $ 247,904 $ 248,004 $ -
Business type activities
Water and Sewer fund $ 80,984 $ 3522 $ 77462 $ 53,073 $ 24,389

18. FUND BALANE ADJUSTMENT

The prior fund balance was adjusted $169,684 for property taxes recognized under GASB 33.

19. FUND TRANSFERS

The general fund transferred $160,187 to the capital improvements fund for construction projects.
The cemetery care fund transferred $5,196 to the general fund for cemetery maintenance. The
special revenue fund transferred $18,105 to the capital improvement fund for construction
projects.

20. NEW ISSUED ACCOUNTING STANDARDS

The GASB has issued the following statements that will apply to government reporting in future
years.

GASB No. 44 Economic condition reporting

GASB No. 45 Post employment obligations

GASB No. 46 Net assets restricted by enabling legislation
None of these statements appear to have a material impact on the financial statements.
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COALVILLE CITY

Budgetary Comparison Schedule
General Fund

Year Ended June 30, 2005
Favorable
Actual Amounts (Unfavorable)
Budgeted Amounts Budgetary Variance with
Original Final Basis Final Budget
REVENUES
General property taxes $ 236,992 $ 236,992 $ 225901 $ (11,091)
Sales, use, and excise taxes 120,008 180,000 166,076 (13,924)
Franchise taxes 9,000 9,000 8,395 (605)
Licenses 9,400 9,400 10,033 633
Permits 32,000 32,000 39,218 7,218
Interest 6,500 14,000 17,690 3,690
Intergovernmental 68,500 68,500 53,121 (15,379)
Charges for services 12,875 12,875 9,314 (3,561)
Rents 6,450 6,450 5,100 (1,350)
Miscellaneous 800 800 5,287 4,487
Total revenues 502,525 570,017 540,135 (29,882)
EXPENDITURES
Administrative 182,595 182,595 176,510 6,085
Highways and streets 91,290 121,290 103,356 17,934
Cemetery 65,000 65,000 52,813 12,187
Planning and zoning 66,000 66,000 62,955 3,045
Other departments 6,500 6,500
Debt service
Principal 34,000 36,000 36,000 -
Interest 16,145 16,145 13,425 2,720
Total expenditures 455,030 493,530 445,059 48,471
Excess of revenues over expenditures
(usage of fund balance) 47,495 76,487 95,076 18,589
OTHER FINANCING SOURCES (USES)
Transfers out (100,195) (160,187) (160,187) -
Transfers in 2,700 4,000 5,196 1,196
Total other financing sources (97,495) (156,187) (154,991) 1,196
Net change in fund balance (50,000) (79,700) (59,915) 19,785.
FUND BALANCE, JULY 1, 2004 255,656 255,656 255,656 -
FUND BALANCE, JUNE 30, 2005 $ 205,656 $ 175956 $ 195,741 $ 19,785
34
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COALVILLE CITY

Combining Balance Sheet .
Nonmajor Governmental Funds
June 30, 2005

ASSETS
Receivables
Cash

Total assets

Fund balances
Reserved

Total fund balance

Permanent Fund Special Revenue

Cemetery Care Impact Fees Totals

$ 837 $ - $ 837
215,175 148,131 363,306

$ 216,012 $ 148,131 $ 364,143

$ 216,012 $ 148,131 $ 364,143

$ 216,012 $ 148,131 $ 364,143
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COALVILLE CITY

Combining Statement of Revenues, Expenditures, and Changes in

Fund Balances
Nonmajor Governmental Funds

Year Ended June 30, 2005
Permanent Fund Special Revenue
Cemetery Care Impact Fees Totals
REVENUES
Charges for services 3 4,519 $ 63,458 $ 67,977
Interest 5,196 2,709 7,905
Total revenues 9,715 66,167 75,882
EXPENDITURES
Capital outlay - - -
Total expenditures - - -
Revenues over expenditures 9,715 66,167 75,882
OTHER FINANCING SOURCES (USES)
Operating transfers out (5,196) (18,105) (23,301)
Total other financing sources (uses) (5,196) - (5,196)
Revenues and other sources over
expenditures and other uses 4,519 48,062 70,686
FUND BALANCE, JULY 1, 2004 211,493 100,069 311,562
FUND BALANCE, JUNE 30, 2005 $ 216,012 3 148,131 $ 382,248
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COALVILLE CITY

Budgetary Comparison Schedules
Special Revenue Fund
Year Ended June 30, 2005
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Favorable
Actual Amounts  (unfavorable)
Budgeted Amounts Budgetary Variance with
Original Final Basis Final Budget
REVENUES
Charges for services $ 38,547 $ 51,921 $ 63,458 $ 11,537
Interest 1,150 1,800 2,709 909
Total revenues 39,697 53,721 66,167 12,446
EXPENDITURES
Capital outlay 37,000 37,000 - 37,000
Total expenditures 37,000 37,000 - 37,000
Excess revenues over expenditures 2,697 16,721 66,167 49,446
OTHER FINANCING SOURCES (USES)
Transfers out - (18,105) {18,105) -
Revenue and other sources over (under)
expenditures and other uses 2,697 (1,384) 48,062 49,446
FUND BALANCE, JULY 1, 2004 100,069 100,069 100,069 -
FUND BALANCE, JUNE 30, 2005 $ 102,766 $ 98,685 $ 148,131 $ 49,446
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COALVILLE CITY

Budgetary Comparison Schedules
Permanent Fund (Cemetery Care Fund)
Year Ended June 30, 2005

Favorable
Actual Amounts (Unfavorable)
Budgeted Amounts Budgetary Variance with
Original Final Basis Final Budget
REVENUES
Interest $ 2,700 $ 4,000 $ 5,196 $ 1,196
Charges for services 500 - 4,519 -
Total revenues 3,200 4,000 9,715 1,196
Excess of revenues over expenditures 3,200 4,000 9,715 1,196
OTHER FINANCES SOURCES (USES)

Transfers out (2,700) (4,000) (5,196) (1,196)
Net change in fund balance 500 - 4,519 -
FUND BALANCE, JULY 1, 2004 211,493 211,493 211,493 -
FUND BALANCE, JUNE 30, 2005 $ 211,993 $ 211,493 $ 216,012 $ -
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COALVILLE CITY

Budgetary Comparison Schedules

Capital Improvement Fund
Year Ended June 30, 2005

REVENUES
Intergovernmental
Miscellaneous

Total revenues

EXPENDITURES
Debt service principal
Debt Service Interest
Capital outlay
Total expenditures

Excess of revenues over expenditures
(usage of fund balance)

OTHER FINANCES SOURCES (USES)
Transfers in
Total other financing sources
Net change in fund balance

FUND BALANCE, JULY 1, 2004

FUND BALANCE, JUNE 30, 2005

Favorable

Actual Amounts (Unfavorable)

Budgeted Amounts Budgetary Variance with

Original Final Basis Final Budget

] - $ - 5 43,269 $ 43,269
59,868 70,369 70,368 1)
59,868 70,369 113,637 43,268
30,000 30,000 29,093 -

1,000 1,000 906 -

69,000 69,000 68,340 660
100,000 69,000 98,339 660
(40,132) 1,369 15,298 43,928
100,195 178,291 178,291 -
100,195 178,291 178,291 -
60,063 179,660 193,589 43,928
945,447 945,447 945,447 -

$ 1,005510 $ 1,125107 $ 1,139,036 $ 43,928
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AUDITORS’ OPINION ON STATE COMPLIANCE

We have audited the basic financial statements of Coalville City, Utah, for the year ended June 30,
2005, and have issued our report thereon dated October 12, 2005. Our audit included test work on
the City's compliance with those general compliance requirements identified in the Compliance
Manual for Audits of Local Governments in Utah including:

Public Debt Truth in Taxation and Property Tax Limitations
Cash Management Other Compliance Requirements

Purchasing Requirements C Road Funds

Budgetary Compliance Uniform Building Code Standards

Impact Fees

The City did not receive any major or non-major state grants during the year ended June 30, 2005.
The management of Coalville City is responsible for the City's compliance with all compliance
requirements identified above. Our responsibility is to express an opinion on compliance with those
requirements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and Government Auditing Standards, issued by the Comptroller General of the
United States. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether material noncompliance with the requirements referred to above occurred.
An audit includes examining, on a test basis, evidence about the City's compliance with those
requirements. We believe that our audit provides a reasonable basis for our opinion.

The results of our audit procedures disclosed immaterial instances of noncompliance with the
requirements referred to above, which are described in the accompanying management letter. We
considered these instances of noncompliance in forming our opinion on compliance, which is
expressed in the following paragraph.

in our opinion, Coalville City complied, in all material respects, with the general compliance
requirements identified above for year ended June 30, 2005.
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Karren, Hendrix, Stagg, Allen & Company
September 15, 2005

CERTIFIED PUBLIC ACCOUNTANTS
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REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL REP%'R‘. T%ﬁ . CPA
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANC '
GOVERNMENT AUDITING STANDARDS

To the City Council
Coalville City

We have audited the basic financial statements of Coalville City as of and for the year ended June 30,
2005, and have issued our report thereon dated October 12, 2005. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States.

Compliance

As part of obtaining reasonable assurance about whether Coalville City's general purpose financial
statements are free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grants, noncompliance with which could have a direct
and material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit and, accordingly, we do
not express such an opinion. The results of our tests disclosed no instances of noncompliance that
are required to be reported under Government Auditing Standards.

Internal Control over Financial Reporting

In planning and performing our audit, we considered Coalville City's internal control over financial
reporting in order to determine our auditing procedures for the purpose of expressing our opinion on
the general purpose financial statements and not to provide assurance on the internal control over
financial reporting. Our consideration of the internal control over financial reporting would not
necessarily disclose all matters in the internal control over financial reporting that might be material
weaknesses. A material weakness is a condition in which the design or operation of one or more of
the internal control components does not reduce, to a relatively low level, the risk that misstatements
in amounts that would be material in relation to the general purpose financial statements being
audited may occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions. We noted no matters involving the internal control over financial
reporting and its operation that we consider to be material weaknesses. However, we noted other
matters involving the internal control over financial reporting that we have reported to management of
Coalville City in a separate letter dated September 15, 2005.

This report is intended solely for the information and use of the mayor and city council, management,
others within the organization, and various federal and state funding and auditing agencies and is not
intended to be, and should not be, used by anyone other than these specified parties. However, this
report is a matter of public record and its distribution is not limited.
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Karren, Hendrix, Stagg, Allen & Company
September 15, 2005

CERTIFIED PUBLIC ACCOUNTANTS
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Mayor and City Council
Coalville City

In planning and performing our audit of the financial statements of Coalville City (the
“City”) for June 30, 2005, we have considered its internal control and accounting
procedures. We have noted certain matters in the operations of the city that we feel
could use some improvement in order for the city to accurately process or summarize
financial data. Some of these observations are as follows:

Finding:

The city has not finalized the Allen Hollow project. The warrants are building up interest
every year and the project may not be able to cover the special assessments form the
individuals.

Recommendation:
We recommend the City finalize the project and make the assessments to the owners

which is the developer at the current time. It is important not to let the project linger, but
to finalize the bond and assessments.

Response:

The City will work with an attorney to finalize the project.

Finding:

The city did not follow up on the collection of the note receivable from the developer.

Recommendation:

We recommend the city establish procedures to follow up on the note collections when
the note becomes due.

Response:

The City will set up a calendar date to communicate with the developer to collect the
loan payment.

CERTIFIED PUBLIC ACCOUNTANTS
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